
b y   

i n   

Page 2 6 f  

t h e  r e l a t i v eb. 	 M u l t i p l ya d j u s t e d  w e i g h t  (Column 3 )  t h e  

percent (Column 4 )  c a l c u l a t e di ngrowth a s  a . 2 .  above. 

( i . e . ,  .8507 x 5 . 7 %  = 4 . 8 4 9 ) .  

determined i n  b above to ta led .c.  	 The amounts a re  Th is  results 

t h e  T r e n dE d u c a t i o n  F a c t o r  ( i  .e. Column 5 ,  l i n e  25,  

4 .849 + .747 = 5 . 5 9 5 ) .  

Laborpercentage 

The Percentage i s  t h e  sum o f  r e l a t i v e  f o rLabor t h e  w e i g h t s  

the  expense-- c a t e g o r i e s  1 )  wages a n d  s a l a r i e s  and 2)employeebenef i ts.  

( i . e . ,  5 5 . 8 3  + 9 . 8 0  = 6 5 . 6 3 )  See exampleon page 26k. 

Wage FactorComputat ion 

The wage f a c t o ri s  used i n  t h ed e t e r m i n i n g  o p e r a t i n g  cap. I t s  

computat ion i s  as follows 1ows : 

hours the recent  HCFA wage s tudy1. 	 H o s p i t a l  wages and f rom most  

a v a i l a b l e( i . e  , 1984)  aresepara tedin tou rbanandru ra la reas  

a sa p p r o p r i a t et oM i s s i s s i p p ih o s p i t a l s .  
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2. 	 The hospital wages f o r  each area ( i . e . ,  Co lumn 1, page 2 6 k )  

are d i v i d e d  by the hospital hours for each area ( i  .e . ,  Column 2 ,  

page26k) resulting i n  an  averagehourly wage by area. 

3 .  The appropriateaverage hourly wages by are averaged 

(Co lumn 3 )  t o  determine thestatewide average hourly wage. 

4.  The ratio of areahourly t o  the statewide hourly wage 

( i . e .  7 . 4 5  / 7.02 = 1.06) i s  the wage factorfor t h a t  area. 

(see Column 4 ,  page 26k). 
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attachment 4.19 - A 

page 26h 

1 2 
EXPENSE category HISTORICAL 

moving x 
om 88:4 

wages L SAURIES 4.8 
employee BENEFITS 3.9 
PROFESSIONAL FEES 4.7 
malpracitce ICE INS 21.7 
FUEL 6 UTILITIES -1.5 
food 4.5 
OTHER ..4 

TOTAL 

annualized inflation RATE 


-

MUMIZED inflation RATE 
/12- monthly inflation RAE 

month 
year 
ends 

#C 87 
2s JAN88 
26 feb 88 
27 “88 
28 Am88 
29 YAY 88 
30 jun88 
31 jul88 
32 aug88 
33 S E P 8 8  
34 oct 88 
35 nov88 
33 dec 88 

3 4 
RELATIVE WING 

weight avg X 
1 2’3 

0.5583 2.680 

0.0980 0.382 

0.0076 0.036 
0.m 0.143 
0.0316 -0.047 
0.0356 0.160 
0.2623 1.416 

1 .ooDo 
4. no-

4.n 
0.40 


4.77 
4.37 
3.98 

3.50 

3.18 
2.78 
2.39 
1.99 
1.59 
1.19 
0.80 
0.40 
0.00 



----- 

1 
EXPENSE category 

1 WAGES a SALARIES 4.8 0.5583 0.8507 4.083 
2 employee BENEFITS 3.9 0.0980 0.1453 0.582 

4 TOTAL 8.7 0 . m  l.ao00 4.665 
5 
6 
7 
8 
9 

10 
11 
12 
13 
14 
15 

-16 

17 annualized INFLATION RAE 

18 /12- monthly INFLATION RATE 

19 

20 m 

21 MAR 

22 ENIS 

23 


--Io­

4.67 
0.39 

education 
I ELAT ION 
FACTOR 

24 #C 87 4.67 
25 jan88 4.28 
26 FEB 88 3.89 
27 "88 3.50 
28 apr88 3.11 
29 YAY 88 2.72 
30 jun88 2.33 
31 a88 1.94 
32 aug88 1.56 
33 SEP88 1.17 
34 oct 88 0.78 
3s nov88 0.39 
36 #C 88 0.00 

supersedes 

transmittal 0 8%5 
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attachment 4.19 - A 
PACE 26) 

1 

EXPENSE c a t e g o r y  

1 wages S SUM IES 

2 employee benef ITS 

3 PROFESSIONAL FEES 

4 malpractice IK 

5 FUEL & U T I L I T I E S  

6 food 

7 OTHER 

8 

9 TOTAL 


10 trend FACTOR 

1 1  

12 

13 

14 

15 


2 

RELATIVE 

EIGHT 
1 

55.83 
9.80 
0.76 
0.66 
3.16 
3 . s  

26.23 

lo0.W 

3 4 
PERCENT trend 
(;Rami FACTOR 
2 a9:4 2.3 

5.m 3.182 
5.001 0.490 
5 . a  0.045 

20.801 0.137 
5.m 0.158 
6 .YX 0.231 
5.402 1.416 

5.659 

16 computation OF education trend 

17 1 2 

18 EXPENSE category relative 

19 weight 

20 1 

21 

22 wages S SUM IES 55.83 

23 employee benef ITS 9.80 

24 

25 TOTAL 65.83 

26 education trend factor 


supersedes 

Transmittal 0 89 - 5 


0.8507 5.7tB 4.849 
0.1453 5 . a  0.747 

1. a m  
5.586 



---- 

---- 

attachment 4.19 - A 
PACE 2St 

HOSPITAL RATE S E T T I N G  
labor PER CENT computat ION 

1 2 
EXPENSE category  RELATIVE 

W E I G H T  


WAGES ANI s a l a r i e s  
employeeBENEFITS 

LABOR PERCENT 

-
HOSPITAL RATE S E T T I N G  
WAGE factorcomputat ion 

SMSA 

memphis 


jackson 
b i l o x i  
pascagoula 
rural 

TOTAL 

STATEWIDE average 

supersedes Tn e New 

transmital @ 89 - 5 

1 2 3 4 
h o s p i t a l  HOSPITAL AVERAGE 
WAGES HOURS HOURLY WAGE f a c t o r  
1984 1984 WAGES 

3289,843,191 34,666,350 $8.36 1.1939 
IIPIIP-PPP-PPIPP-PPI 

$94,907,460 12,734,269 $7.45 1.0613 
27,317,727 4 . 0 3 8 . S  $6.76 0.9630 
21,055,622 2,730,022 $7.71 1.0983 

262,381,425 42,743,297 $6.14 0.0746 

28.06 
4 - 4  

$7.02 
lPPPIll 
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APPENDIX E 

RATE ADJUSTMENT FOR SERVING A DISPROPORTIONATE 

NUMBER OF MEDICAID PATIENTS 

Section I I 1  K 5, ofthePlanprovidesfortheadjustmentofa 


hospital's Medicaid prospective rate if it serves a disproportionate 


number of Medicaidpatients. 


TheoperatingcomponentoftheMedicaidprospectiveratemay be 


increasedasmuch as, but notmore than, 


(See Note). 


-

Following is thecomputationoftheincreasedrate 


A i n  Appendix A as the example. 


Operating Component without Cap 


Operating Component withoutAdj. 


Adjustment 


Amount of Increase 


Adjusted Operating Component 


Educational Component 


Capital Component 


New Rate Adjusted for DSH 


DSH ADJ. 


68.00 

5% 

3.40 

71.40 

7.89 

9.78 

-89.07 

fivepercent (5%). 


usingHospital 


DSH/OUTLIER ADJ. 


77.31 

5% 

3.87 

81.18 

7.89 

9.78 

98.85-
Note: 	 The DSH adjustment will be 4% for rural hospitals and 5% for 

non-rural hospitals. 

The DSH/Outlier adjustment is effective 7/1/89,, No, Bd-/o 
MAR t 1 198 

SUPERSEDES date/approved -
JUL o-

Transmittal 888-10 
TN No. 87-7 date/effective i 19 
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APPENDIX F 


Limitation on Depreciation, Interest, and Return on Equity, where a Change
of 


Ownership is Involved 


I. Change in Ownership of Depreciable Assets 


A. 	 For purposes of  this plan, a change in ownership of assets includes, but 

is not limited to, inter vivos gifts, purchases, transfers, lease arrange­

ments, cash and/or stock transactions or other comparable arrangements 

whenever the person or entity acquires a majority interestof the facility 

The change of ownership mustbe an arm's length transaction consummated 

in the open market between non-related partiesin a normal buyer-seller 

relationship. In a case in which a change in ownership of a provider's 


depreciable assets occurs, and if a bona fide sale is established, the 


Title XIX basis for depreciation will be the lower of: 


1. 	 the portion of the purchase price properly allocable to a depreciable 


asset; or 


2. 	 the fair market value of the depreciable asset determined by an 

independent appraiser who is a member o f  the American Institute o f  

Real Estate Appraisers or a Senior membero f  the Society of Real 

Estate Appraisers; or 

3 - 	 the allowable Cost basis under Title XVIII (Medicare) COS: principles 

to the owner of record on J u l y  18,1984. 
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